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SWITZERLAND - KEY ECONOMIC INDICATORS 


Values in Millions of Swiss Francs represent period averages. x 
Average Exchange Rate: US$1: 1978 = 1.79; 1979 = 1.66; 1980 = 1.70 


ITEM 1978 1979 Change 1980" 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 156,990 161,735 
GNP at Constant (1970) Prices 100,075 100,735 
Per Capita GNP (Current Prices 2h ,926 25,655 
Plant & Equipment Investment 32,615 355,575 
Private Consumption Goods & Services 95,160 100,205 
Indices: 
Industrial Production (1963=100) 148 151 
Avg Labor Productivity (1974=100) 108 109.3 
Avg Wage Skilled Worker (1969=100) 196.8 201.5 
Labor Force (Millions) 2.67 2.69 
Avg unemployment (units) 10,483 10,333 
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MONEY & PRICES 
Money Supply (M1) 57, 86% 62,876 58,000 
Interest Rates (%) : 
Central Bank Discount>/ 1.00 1.17 3.00 
Government Bond Yield 3.33 3.45 3 5. 
Indices: 
Wholesale Prices (1963=100) 142.9 148.3 e 155. 
Retail Sales (1977=100) 100.5 104.2 : 110 
Consumer Prices (Sep 1977=100) 100.8 104.4 4 109. 


BALANCE OF PAYMENTS & TRADE 

Gold & Foreign Exchange Reserves 40,886 38,294 -6.3 34,000 

Balance of Payments (Current Account) 7,900 3,500 -55.7 -250 

Trade Balance -519 4,705 806 -9,900 

Exports, EQB, 41,780 4h 025 +5.4 48,100 
US Share 2,974 2,993 6 3,400 

Imports, CIF. 42,300 48,730 1532 >T »900 
US Share 3,171 3,049 -3.8 3,400 


MAIN INDUSTRIAL IMPORTS FROM US. (1979) 
Commodity: Metric Tons Million SF 
Aircraft & Aircraft Parts 900 356. 
Industrial Machinery 9,888 316.1 
Precious Stones, Platinum, Silver 30 266.7 
Organic Chemicals 42,583 216.7 
Communications & Power Equipment 2,731 215.1 
Optical, Medical and Industrial Process 

Control Instruments 1,680 214.3 
EDP Systems, Business Machines 1,557 202.6 
Motor Vehicles and Parts 19,354 189.3 
Films and Photographic Paper 2,964 62.6 
Musical Instruments 994 40.4 


Estimate 

Forecast 1980 SOURCE: La Vie Economique, Swiss National 
Year End Bank Monthly Bulletin, Government 
Net change ° of Switzerland 





THE ECONOMY AT A GLANCE 


— Economy growth is continuing at about 1 percent annually. 


— Inflation has eased from the late 1979 level but remains at 
close to 4 percent. 


— The trade deficit continues to widen; the current account is 
likely to slip into slight deficit this year. 


— The Swiss National Bank has returned to its traditional priority 
of maintaining price stability following period of focusing on 
exchange market. 


Swiss economic performance in 1980 will be characterized by moderate growth, 
negligible unemployment, and low inflation. Fiscal and monetary policies remain 
conservative and targeted on maintenance of price stability. Swiss prosperity is 
challenged from several sides — increasing foreign competition in the industrial, 
services, and tourism sectors; and heavy dependence on imported energy and raw 
materials. The short- to medium-term outlook suggests the economy is successfully 
confronting these challenges. 


CURRENT ECONOMIC SITUATION AND TRENDS 
Moderate Growth in 1980 


Real GNP growth in 1980 should continue its measured pace reaching 1 to 1.5 percent. 
This modest improvement over 1979 will result from increased direct private 
investment— particularly in the construction sector— and buoyant consumer spending. 
Export performance in the first 2 months of the year has further contributed to business 
optimism with such key industries as machinery, chemicals, and textiles reporting 
foreign sales advances of between 14 and 20 percent. Switzerland's continuing 
excellent price performance— the Consumer Price Index has retreated from 5 percent 
in late 1979 to 3.9 percent in March - should keep foreign sales strong for the next 6 
months. Overall, Swiss industry is operating near 84 percent of capacity, up 3 percent 
since early 1979. The profit squeeze caused by the rapidly appreciating franc over the 
last 2 years has abated slightly with a trend toward moderate export price increases, 
but profitability is still historically low for most firms. 


Increasing Employment 


Unemployment has continued to decline, averaging a negligible 0.2 percent since the 
turn of the year. In 1979 total employment increased 1.1 percent, although employment 
in the industrial sector declined 0.8 percent, due to job losses in the watch and textile 
industries. The number of women in the labor force has increased nearly 4 percent in 
the last 2 years to 27.3 percent of the total. The foreign work force advanced by 2 
percent to 678,000 or 23 percent of the total, still 240,000 less than the 1973 peak. The 
tightening labor market and the 1.2 percent decline in real wages in 1979 has set the 





stage for increased pressure on wages, which should rise by an average 5 percent this 
year. 


Industrial Growth Not Uniform 


Entering its third year of strong expansion, the construction industry will grow by 8 
percent this year led by demand for new private housing — 37 percent of the total. 
Commercial construction is forecast to advance 7 percent but this may be on the high 
side if interest rates continue to climb. Rapidly increasing prices for land and building 
materials also may dampen demand. The tourist sector, hard hit by franc appreciation, 
may have turned the corner after several years of stagnating revenues. Following the 
best winter season in some time, the rest of the year should bring the first net increase 
in foreign visitors in many years. Despite significant restructuring, the Swiss watch 
industry (accounting for nearly 8 percent of exports) is still in difficulty with export 
value declining by 5 percent in 1979. The shift to electronic watches has continued and 
these now account for over one-third of production. 


Some Clouds on the Horizon — Current Account Deficit 


Switzerland's current account position eroded further in 1979 continuing the trend 
evident in the 2 preceding years. The Embassy estimates last year's surplus at close to 
SF 4 billion, down from SF 7.9 billion in 1978. This sharp reduction reflected a 
reversion to a sizeable trade deficit (SF 4.6 billion) in 1979 with exports increasing by 
2.2 percent in real terms and imports growing 9 percent. The import surge was spurred 
by strong consumer demand, the buoyant construction sector, and increased prices for 
petroleum and petroleum distillates. The latter almost doubled in value in 1979 and 
rose to 11 percent of imports (8 percent in 1978). Based on continuing strength in 
consumer spending and increasing raw material prices, imports should maintain their 
steady advance in 1980. At the same time export growth is expected to trail off in the 
second half of the year if, as expected, Switzerland's major trading partners (Germany, 
France, and Italy) experience slower economic expansion. With the resulting widened 
trade deficit, the current account should slip into a small deficit despite expected 
increases in net receipts from tourism and overseas investments. 


Renewed Inflationary Pressures 


The evidence suggests that inflation may have peaked late last year at 5 percent and 
could remain at an enviable 3.5 to 4 percent for the next several months. Pressure 
from increasing raw material prices, the prospect of further energy price increases, a 
very tight labor market, and burgeoning consumer spending lead many observers to 
expect domestic inflation to move upward later in the year with further increases 
possible in 1981. 


Conservative Monetary and Fiscal Policies 


The Swiss National Bank (SNB) reestablished in December 1979 the maintenance of 
price stability as the highest economic priority. This followed a 1-year period during 





which the SNB had focused primarily on exchange market stability to reduce the 
perceived long-term threat to export competitivness due to the rapid appreciation of 
the Swiss franc. The National Bank has now shifted to a restrictive monetary policy 
designed to hold money stock growth at 4 percent during the current year. The 
objective is to moderate domestic inflationary pressures that resulted from the 
unusually high expansion of money supply during the period of substantial SNB exchange 
market activity. The growth target is designed to take into account the limited 
potential for economic growth in a country with relatively high capacity utilization in 
key growth industries and a tight labor market. 


The restrictive policy of the National Bank has been established with the full agreement 
of the Federal Government and is consistent with the latter's fiscal policy. In mid-1979 
the Federal Government launched a review of its spending objectives and existing 
programs aimed at sharp reductions in Federal spending over the next 3 years and a 
balanced budget by 1983. These reductions are the outgrowth of a rejection by voter 
referendum of the Government's proposed value added tax in May 1979 and has received 
impetus from the recent announcement that the 1979 Federal deficit reached a record 
SF 1.71 billion (SF 400 million more than forecast). In addition to anticipated budgetary 
constraints, new sources of tax revenues are under consideration, including a 
controversial proposal to increase taxes on banks. 


IMPLICATIONS FOR THE UNITED STATES 


The U.S. share of Swiss imports declined from 7.2 in 1978 to 6.3 percent last year 
primarily as result of fewer aircraft deliveries. In absolute terms, U.S. exports 
decreased 3.8 percent to SF 3.05 billion ($1.84 billion) while Swiss shipments to the U.S 
rose a marginal 0.6 percent to SF 2.99 billion ($1.8 billion). 


Switzerland's small population — 6.4 million — offers one of the richest markets in the 
world (per capita GNP was $15,455 in 1979). An active trader, Switzerland has been a 
strong supporter of GATT negotiations to liberalize trade in industrial products (the 
agricultural sector is another matter). Swiss france appreciation over the last several 
years and strong consumer spending forecast for the remainder of 1980 offer promising 
opportunities for U.S. suppliers of quality consumer products. Given the range of high 
quality products available from foreign and domestic sources, the market is competitive 
and demanding; therefore, working with Swiss supermarket and department store 
chains, which are familiar with local preferences, offers a convenient method for 
market penetration. 


As in the past, prospective suppliers will find strong demand for computer and 
peripheral equipment, electronics, advanced business equipment, process controls, 
biomedical equipment, pollution control equipment, security systems, packaging 
machinery and supplies, and quality home textiles. Here again successful exporters 
have found working with local agents/distributors the most efficient means of doing 
business. Technical support, marketing assistance, and prompt after-sales service are 
essential as is readiness to adapt products to Swiss standards. In short, American 





exporters willing to make a longer-term commitment to the Swiss market will find 
lucrative opportunities. 


Swiss at all income levels are more than ever able to afford a U.S. vacation and interest 
is running high in trans-atlantic travel. Resort and other travel industry promoters are 
once again reminded that directing increased promotional resources to this market is 
well worth the effort. 


Swiss policy toward direct private investment remains positive and Swiss industry is 
increasingly interested in licensing and joint-venture arrangements with U.S. firms in 
advanced technology sectors. However, foreign ownership of Swiss real estate is 
limited by strict federal and local laws. U.S. direct investment in Switzerland 
amounted to $7.4 billion the end of 1978 — the latest data available. High domestic 
costs have very likely discouraged any significant growth. On the other hand, local 
industry finds investing in the United States increasingly attractive and the $2.8 billion 
investment figure posted at the end of 1978 is likely to be advancing rapidly. 
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